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Sustained El Niño Conditions Hold 
Mixed Crop Implications

The U.S. National Oceanic and Atmospheric 
Administration (NOAA) is projecting the weak El 
Niño conditions, now present in the equatorial 
Pacific Ocean, will persist this summer and pos-
sibly into the autumn months. Historical patterns 
associated with El Niño suggest this bodes rather 
well for mid-2019 U.S. weather, but hold less 
favorable implications for several other regions.   
El Niño tends to reduce winter and early-spring 
U.S. temperatures for the region extending from 
the southern Plains into the Southeast, which 
seemed to be the case in early spring 2019. The 
historical El Niño penchant for keeping a large 
portion of the region extending from the Corn Belt 
to the Northeast cooler than normal during the 
June-September period seemingly bodes well for 
spring-planted crops. 
El Niño often implies abnormally high South 
American temperatures during the coming 
months. But it will be winter in the Southern 
Hemisphere, so it shouldn’t be a major crop mar-
ket factor. Of more concern for the crop outlook 
is the dryness than often accompanies El Niño 
for a large portion of the region extending from 
Australia north and west to India. El Niño typically 
boosts Indian temperatures above normal dur-
ing the May-December period. Moreover, India 
also tends to be dry during the May-September 
interval amidst El Niño events, so that country’s 
wheat, sugar and cotton crops may be vulnerable 
to its effects.
El Niño doesn’t seem to greatly affect North 
American precipitation during summer or South 
American moisture during the second and third 
calendar quarters. One exception is excessive 
dryness in northern parts of the latter, but few row 
crops are grown in that region. 
Eastern and southeastern areas of Australia 
could prove vulnerable to excessive dryness in 
the coming months. That may bode ill for Austra-
lian winter wheat. A decided tendency for dryness 
over a huge region extending from Southeast 
Asia to India while El Niño is dominant may be 
trouble for the Malaysian and Indonesian palm 
oil crops. Ultimately, El Niño conditions can be as 
variable as normal weather, but the predominant 
pattern might easily prevail. 

In early May, President Donald Trump announced plans to follow 
through on previous threats to further boost tariffs on imported Chinese 
goods after China’s preceding transmission of a Memorandum 
of Understanding had the country backing out of numerous prior 
commitments. Subsequent talks were apparently unproductive, so Trump 
followed through upon his threat on May 10. The Chinese retaliated with 
higher tariffs on U.S. goods on May 13. The following week, Treasury 
Secretary Steven Mnuchin said he expected to go to Beijing to continue 
trade talks with the Chinese "in the near future." Sources agree that U.S. 
and Chinese officials must bridge major differences on key portions of 
trade policy talks if there is going to be a final agreement.

President Trump accused congressional Democrats of denying 
aid to farmers as leverage to get more unwarranted new funding for 
Puerto Rico. “The Dems don’t want farmers to get any help. Puerto Rico 
should be very happy, and the Dems should stop blocking much needed 
Disaster Relief!” Trump said on his Twitter feed. The House Rules 
Committee decided in May what amendments would be considered on 
the floor.

The Purdue University/CME Group ag economy barometer plunged 
18 points in April — the fourth largest monthly decline since its inception 
in October 2015. Erosion in both perceptions of current economic 
conditions and those for the future drove the decline. The percentage 
of producers that view now as a good time to make large investments 
declined to 22%, while the percentage that viewed now as a bad time to 
make large investments increased to 74%. Fifty-six percent of farmers 
said they expect about the same financial performance in 2019 as last 
year and 27% said they expect a worse outcome.

Banker surveys released by the Federal Reserve Banks of St. Louis 
and Kansas City showed farm incomes in the Midwest and Mid-South fell 
again in early 2019, with about two-thirds of bankers saying the biggest 
risk to the farm economy this year is the ongoing U.S./China trade battle. 
This comes as no surprise to the farm sector. Of note, this marks the 21st 
quarter in a row where farm income has declined for producers in the 
area covered by the Federal Reserve Bank of St. Louis. Major flooding 
and spring blizzards in some areas added to the financial strain for 
farmers. Damage assessment is still underway. 

The U.S. Climate Prediction Center (CPC) says there is now a 70% 
chance El Niño will continue through the Northern Hemisphere summer 
and a 55% to 60% chance the weather pattern characterized by elevated 
sea surface temperatures will persist into the fall. But again, the weather 
watcher cautions that model predictions made during the spring tend 
to be less accurate, so some forecast uncertainty remains. Last month, 
CPC said there was a 65% chance El Niño would continue through 
summer 2019 and a 50% to 55% chance it would linger into fall.

EPA still finds "there are no risks to public health when glyphosate 
is used in accordance with its current label and that glyphosate is 
not a carcinogen," the agency announced. The scientific findings are 
"consistent with the conclusions of science reviews by many other 
countries and other federal agencies." The agency said that the 2017 
ecological assessment did find some ecological risks. 
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CORN
The USDA’s May Supply/Demand 
(WASDE) Report projected supplies 
of the major crops, particularly corn, 
well above industry forecasts, which 
sent most futures to fresh 2019 lows. 
The fact that the report’s included 
first-look at 2019-20 corn forecasts 
were also generally bearish didn’t 
help. Having the USDA lift projected 
2018/19 ending-stocks to 2.095 billion 
bushels from its April forecast at 2.035 
billion was seen as bearish, as was the 
predicted 2019/20 carry-out at 2.485 
billion. That reflected a surprisingly 
large 2019 domestic production 
forecast at 15.03 billion bushels. But 
spring plantings had reached just 
30% complete as of mid-May, which 
represented the third slowest on record. 
Furthermore, consistent Corn Belt 
rains forecast for late May suggested 
plantings would be record slow by 
early June. Thus, futures reversed to 
the upside rather sharply. Active short-
covering of record large bearish fund 
holdings may presage an exaggerated 
spring rally.

SORGHUM                               
USDA largely kept its old-crop supply/
demand views unchanged in the May 
WASDE. The 2018/19 crop year is 
winding down; without a late surge, 
exports of 85 million bushels look set 
to post a record low. But the ending 
stocks forecast at 60 million will be 
the largest since 2005/06. A planned 
cut in spring planting will likely limit 
2019/20 supplies, with production 
seen at 310 million bushels, down 
from 365 million in 2018. Slumping 
Chinese buying is again expected to 
curb exports. USDA forecasts global 
trade at its fourth lowest since 1960. 
The ethanol and corn situations point 
to reduced demand for sorghum as a 
feedstock. Total use is projected at 325 
million bushels, down from 340 mil-
lion in 2018/19. These changes roll up 
into an ending stocks projection of 45 
million bushels, down from 60 million.

SOYBEANS
The USDA lifted its forecast for 
2018/19 soybean ending stocks by 100 
million to 995 million bushels from 
April, smashing the 2006/07 record 
high of 574 million bushels. The 
change was dictated by a 100 million 
bushel cut in predicted exports, which 
are now at 1.775 billion bushels, due 
to the ongoing U.S.-China trade war. 
Based on the March planting intentions 
figure at 84.617 million acres, USDA 
projects harvested acres for 2019 at 
83.8 million, with an average U.S. 
yield at 49.5 bushels per acre. Those 
put 2019 production at 4.150 billion 
bushels, down from 4.544 billion in 

2018. USDA projects ending stocks for 
2019/20 at 970 million. Those topped 
the average trade forecast, but fell 25 
million from the old-crop projection. 
Delayed corn plantings often boost 
soybean seedings. But low soybean 
prices are discouraging farmers from 
shifting delayed corn plantings to 
beans.

WHEAT 
USDA estimated the 2019 U.S. winter 
wheat crop at 1,268 billion bushels, 
up 85 million bushels (+7.1%) from 
last year, but 19 million bushels below 
trade estimates. USDA predicted the 
hard red winter, soft red winter and 
white winter wheat crop harvests 
at 780 million, 265 million and 
223 million bushels, respectively. 
The old-crop U.S. all-wheat ending 
stocks forecast added 40 million from 
April to reach 1.127 billion bushels. 
USDA’s all-wheat carry-out forecast 
for 2019/20 rose to 1.141 billion 
bushels. Those stocks easily topped the 
average trade guess at 1.073 billion. 
The larger HRW crop has been seen 
as being partially offset by reduced 
SRW production, with HRS planting 
problems also limiting U.S. output in 
the coming months. But heavy rains 
now have traders worried about the 
quality of the winter wheat harvest, 
sparking a mid-May rally. Still, the 
global market remains well-supplied, 
potentially limiting price gains.

FEEDER CATTLE
The midspring breakdown suffered 
by live cattle and feeder futures 
clearly represented widespread trader 
anticipation of a seasonal drop in 
country cattle prices. Cash prices for 
fed cattle dove from around $130/cwt 
in mid-April to mid-May levels around 
$117. That drop actually exceeded the 
10-year mean for the seasonal decline, 
which strongly suggested it was 
overdone and that sustained support for 
the cattle and beef complex will be felt 
this summer. Thus, feedlots might do 
well to protect themselves against an 
exaggerated seasonal rise in yearling 
values during the coming weeks and 
months. Conversely, ranchers probably 
shouldn’t get in a hurry to sell their 
calves and yearlings at depressed 
levels.

CATTLE
In response to surprisingly slow early-
2019 shipments, the USDA lowered 
its 2019 U.S. beef export forecast by 
84 million lbs. to 3.171 billion pounds. 
That would still be up 2.7% from last 
year. Department analysts expect beef 
exports to climb 2.3% to 3.245 billion 
pounds in 2020. Recent price weakness 
prompted USDA to lower its average 

cash steer price forecast for 2019 by 
$1 to $118.50 per cwt., though that’s 
still up from $117.12 in 2018. USDA 
expects the average cash price to climb 
to $121 in 2020. The export figures 
appear rather conservative, whereas the 
price forecasts seem quite optimistic 
when viewed within the context of 
the ongoing expansion of the U.S. 
cattle population. The predicted 
price gains may reflect optimism 
about global demand amidst the 
ongoing devastation of China’s swine 
population and its expected impact 
upon the international meat supplies.

DAIRY
The early-2019 surge in milk prices 
continued into early May, with nearby 
Class III futures having risen from 
a December low at $13.62/cwt to a 
May 6 high of $16.54. Improving 
demand for dairy products on both 
the domestic and international fronts 
likely supported the market and 
will probably continue doing so, 
especially with the Chinese pork 
situation tightening global meat and 
animal protein supplies. But March 
U.S. milk production reached "just" 
18.913 billion pounds, down 0.4% 
from the comparable 2018 total. 
This represents the first annualized 
reduction since January 2016; it 
reflected a surprisingly large 10,000-
head cut in the national milking herd, 
to 9.344 million head, during March. 
The indicated -0.9% annual reduction 
in cow numbers suggests restricted 
supplies in the coming months, but 
recent price strength suggests dairymen 
may soon be looking to expand herds 
once again.

HOGS
In the May WASDE, the USDA added 
71 million lbs. to its 2019 pork export 
forecast, which now stands at 6.246 
billion pounds, up 6.4% from last 
year’s record. USDA expects strong 
exports the second half of the year 
to make up for the relatively slow 
early-2019 pace. The ag department 
sees U.S. exports climbing to 6.675 
billion in 2020 amid “stronger global 
demand.” Analysts also hiked the 
projected 2019 average cash hog 
price by $8.50 from April to $54.50 
per cwt., and predicts that figure to 
climb to an average of $60 per cwt. in 
2020. Again, this reflects the widely 
anticipated tightening of global pork 
and meat supplies. Simply put, global 
pork exports cannot offset Chinese 
production lost to African swine fever. 
Still, its impact upon the U.S. market 
may be limited by the ongoing U.S.-
China trade conflict. 

Doane’s MARKETING MENTOR

2 


